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CONEIDENTIAL NEW DELHI 8428 

E.O. 1 1652: GDS 
TAGS: EGEN, IN, NP 

SUBJ: INDIAN PRICE POLICY TOWARD NEPAL 

REF: KATHMANDU 2869 

1. DURING LORTON VISIT LAST WEEK, N.B. SHAH, DCM AT THE 
NEPALESE EMBASSY, SAID NOTHING ABOUT POSSIBLE SOETENING 
OE THE INDIAN POSITION ON PRICES EOR ESSENTIAL COMMODITIES 
SUPPLIED TO NEPAL EXCEPT TO NOTE THAT INDIA HAD 
INDICATED WILLINGNESS TO PROVIDE CREDIT TO EINANCE 
INCREASED COST 

NEPALESE PURCHASES. SHAH ESTIMATED THE 
ADDITIONAL COST TO NEPAL AS RESULT OE THE PRICE INCREASES 
WILL BE RS. 30-40 MILLION. IN EXPLANATION, HE SAID THAT 
NEPAL NOW FIGURES ITS COAL REQUIREMENTS AT 45,000 TONS 
INSTEAD OE EAGAIER ESTIMATED 1000,000 TONS ANNUALLY. 

2. THE DIRECTOR OF THE NORTHERN DIVISION IN THE INDIAN 
EOREIGN MINISTRY VOLUNTEERED NOTHING ABOUT POSSIBLE 
ROLL BACK OE PRICES WHEN LORTON SAW HIM. MORE RECENTLY, 
A JUNIOR OEEICIAL WORKING ON NEPAL IN THE COMMERCE 
MINISTRY, INDICATED THAT THERE WOULD BE NO CHANGE IN THE 
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PRICES WERE EALLING AND THAT THIS WOULD MEAN NEPAL 
WOULD BENEEIT. HE SAID THAT NEPAL WAS GETTING ABOUT 
RS 290 A QUINTAL EOR ITS RICE SOLD TO INDIA INSTEAD 
OE THE EARLIER EIGURE OE RS 225. AS A RESULT, INDIA 
ESTIMATED THAT NEPAL WOULD EARN ABOUT AS MUCH ADDI- 
TIONAL AS IT WOULD HAVE TO PAY OUT IN HIGHER PRICES EOR 
ESSENTIAL COMMODITIES. (HE WAS BASING THIS ON AN ESTIMATE 
OE NEPALESE EXPORTS OF A MAXIMUM OP 100,000 TONS OP RICE 
TO INDIA.) 
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